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The actuarial assumptions used shall
be those described in § 4044.52, except
that—

(1) Loading for expenses. There shall
be no adjustment to reflect the loading
for expenses;

(2) Mortality rates and interest assump-
tions. The mortality rates in appendix
A to this part and the interest assump-
tions in appendix B to this part shall
apply; and

(3) Date for determining lump sum
value. The date as of which a lump sum
value is calculated is the termination
date, except that in the case of a subse-
quent insufficiency it is the date de-
scribed in section 4062(b)(1)(B) of
ERISA.

(e) Publication of lump sum rates. The
PBGC will provide two sets of lump
sum interest rates as follows—

(1) In appendix B to this part, the
lump sum interest rates for PBGC pay-
ments, as provided under paragraph
(d)(2) of this section; and

(2) In appendix C to this part, the
lump sum interest rates for private-
sector payments.

[61 FR 34028, July 1, 1996, as amended at 63
FR 38306, July 16, 1998; 65 FR 14752, 14755,
Mar. 17, 2000]

Subpart B—Limitations on
Guaranteed Benefits

§ 4022.21 Limitations; in general.
(a)(1) Subject to paragraphs (b), (c)

and (d) of this section, the PBGC will
not guarantee that part of an install-
ment payment that exceeds the dollar
amount payable as a straight life annu-
ity commencing at normal retirement
age, or thereafter, to which a partici-
pant would have been entitled under
the provisions of the plan in effect on
the termination date, on the basis of
his credited service to such date. If the
plan does not provide a straight life an-
nuity either as its normal form of re-
tirement benefit or as an option to the
normal form, the PBGC will for pur-
poses of this paragraph convert the
plan’s normal form benefit to a
straight life annuity of equal actuarial
value as determined by the PBGC.

(2) The limitation of paragraph (a)(1)
of this section shall not apply to:

(i) A survivor’s benefit payable as an
annuity on account of the death of a

participant that occurred before the
plan terminates and before the partici-
pant retired;

(ii) A disability pension described in
§ 4022.6 of this part; or

(iii) A benefit payable in non-level in-
stallments that in combination with
Social Security, Railroad Retirement,
or workman’s compensation benefits
yields a substantially level income if
the projected income from the plan
benefit over the expected life of the re-
cipient does not exceed the value of the
straight life annuity described in para-
graph (a)(1) of this section.

(b) The PBGC will not guarantee the
payment of that part of any benefit
that exceeds the limitations in section
4022(b) of ERISA and this subpart B.

(c)(1) Except as provided in paragraph
(c)(2) of this section, the PBGC does
not guarantee a benefit payable in a
single installment (or substantially so)
upon the death of a participant or his
surviving beneficiary unless that ben-
efit is substantially derived from a re-
duction in the pension benefit payable
to the participant or surviving bene-
ficiary.

(2) Paragraphs (a) and (c)(1) of this
section do not apply to that portion of
accumulated mandatory employee con-
tributions payable under a plan upon
the death of a participant, and such a
benefit is a pension benefit for purposes
of this part.

(d) The PBGC will not guarantee a
benefit payable to other than natural
persons, or a trust or estate for the
benefit of one or more natural persons.

§ 4022.22 Maximum guaranteeable ben-
efit.

Subject to section 4022B of ERISA
and part 4022B of this chapter, benefits
payable with respect to a participant
under a plan shall be guaranteed only
to the extent that such benefits do not
exceed the actuarial value of a benefit
in the form of a life annuity payable in
monthly installments, commencing at
age 65 equal to the lesser of the
amounts computed in paragraphs (a)
and (b) of this section.

(a) One-twelfth of the participant’s
average annual gross income from his
employer during either his highest-paid
five consecutive calendar years in
which he was an active participant
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under the plan, or if he was not an ac-
tive participant throughout the entire
such period, the lesser number of cal-
endar years within that period in
which he was an active participant
under the plan.

(1) As used in this paragraph, ‘‘gross
income’’ means ‘‘earned income’’ as de-
fined in section 911(b) of the Code, de-
termined without regard to any com-
munity property laws.

(2) For the purposes of this para-
graph, if the plan is one to which more
than one employer contributes, and
during any calendar year the partici-
pant received gross income from more
than one such contributing employer,
then the amounts so received shall be
aggregated in determining the partici-
pant’s gross income for the calendar
year.

(b) $750 multiplied by the fraction x/
$13,200 where ‘‘x’’ is the Social Security
contribution and benefit base deter-
mined under section 230 of the Social
Security Act in effect at the termi-
nation date of the plan.

§ 4022.23 Computation of maximum
guaranteeable benefits.

(a) General. Where a benefit is pay-
able in any manner other than as a
monthly benefit payable for life com-
mencing at age 65, the maximum
guaranteeable monthly amount of such
benefit shall be computed by applying
the applicable factor or factors set
forth in paragraphs (c)–(e) of this sec-
tion to the monthly amount computed
under § 4022.22. In the case of a step-
down life annuity, the maximum
guaranteeable monthly amount of such
benefit shall be computed in accord-
ance with paragraph (f) of this section.

(b) Application of adjustment factors to
monthly amount computed under
§ 4022.22. (1) Each percentage increase
or decrease computed under paragraphs
(c), (d), and (e) of this section shall be
added to or subtracted from a base of
1.00, and the resulting amounts shall be
multiplied.

(2) The monthly amount computed
under § 4022.22 shall be multiplied by
the product computed pursuant to
paragraph (b)(1) of this section in order
to determine the participant’s and/or
beneficiary’s maximum benefit
guaranteeable.

(c) Annuitant’s age factor. If a partici-
pant or the beneficiary of a deceased
participant is entitled to and chooses
to receive his benefit at an age younger
than 65, the monthly amount computed
under § 4022.22 shall be reduced by the
following amounts for each month up
to the number of whole months below
age 65 that corresponds to the later of
the participant’s age at the termi-
nation date or his age at the time he
begins to receive the benefit: For each
of the 60 months immediately pre-
ceding the 65th birthday, the reduction
shall be 7⁄12 of 1%; For each of the 60
months immediately preceding the 60th
birthday, the reduction shall be 4⁄12 of
1%; For each of the 120 months imme-
diately preceding the 55th birthday,
the reduction shall be 2⁄12 of 1%; and
For each succeeding 120 months period,
the monthly percentage reduction shall
be 1⁄2 of that used for the preceding 120
month period.

(d) Factor for benefit payable in a form
other than as a life annuity. When a ben-
efit is in a form other than a life annu-
ity payable in monthly installments,
the monthly amount computed under
§ 4022.22 shall be adjusted by the appro-
priate factors on a case-by-case basis
by PBGC. This paragraph sets forth the
adjustment factors to be used for sev-
eral common benefit forms payable in
monthly installments.

(1) Period certain and continuous annu-
ity. A period certain and continuous
annuity means an annuity which is
payable in periodic installments for
the participant’s life, but for not less
than a specified period of time whether
or not the participant dies during that
period. The monthly amount of a pe-
riod certain and continuous annuity
computed under § 4022.22 shall be re-
duced by the following amounts for
each month of the period certain subse-
quent to the termination date:

For each month up to 60 months de-
duct 1⁄24 of 1%;

For each month beyond 60 months
deduct 1⁄12 of 1%.

(i) A cash refund annuity means an
annuity under which if the participant
dies prior to the time when he has re-
ceived pension payments equal to a
fixed sum specified in the plan, then
the balance is paid as a lump-sum
death benefit. A cash refund annuity
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